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e (S = ENTIRE TEXT). :
e WE HAVE COMMINTED OVSR RECENT WEEKS ON THE CGNTROVERSY
VER UeSe EXPORT CONTROLS CONCERNING THE SOVIET GAS
IPELINE. dE REMAIN CONVINCED THAT WE MUST FIND A
AY QUT OF THIS CURRINT IMPASSE WHICH THREATZNS ALLIANCE

SOLIDARITY ANDy IN THE LINGER RUN, OUR CAPACITY TO
NFLUENCE EVENTS IN BOTH PILAND AND IN BROADER EAST-WEST

RELATIONS© IT IS IMPDRTANT THAT «E KEEP THE INITIATIVE
ND MQVE THI ALLIANCE IN SUPPORT OF OUR 50ALS TOWARD

THE SONIETS.

e THE TURDPEANS ARE COMING TO REALIZE THAT OUR CONCERN
VER THE PIPELIMNI IS MOT ONLY ABOUT INCRZIASING THE

ENERGY DIPEZNDENCT OF WESTERIN EURDPE ON SCVIET SUPPLIES

BUT ALSG ABJUT THZ FOPZIGN EXCHANGE CARNING CTAPASILITY

WITH WHICH GAS EXPORTS T4R32UGH THE LINE WILL ENDOW THE

SOVIETS DURING THE COMING JECADEs AS WE SEE ITy THIS IS

INDEED THE 4AJOR ISSUEs AN)y IN ANY CASE, IS MORE LIKILY

TO EVOKE A 20SITIVE ZUROCPEAN RESONANCE THAN THE ENERGY
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DEPEVDENCE ARGUMINTy WHICH THEY FEJECTED EvEN BEFORE ¢

( POLAND .
: 4o THE TIMI MAY AT LAST 32 RIGHT TO IMPIL THI wEST ‘
. TO STI125 THIS ISSUEe THZI PRESS HERE HAS DAILY RZIPORTS {
( ON THE FINAVCIAL PAROBLEM3 OCOF THE SOVIET EMPIRE, AND , ¢
THERE IS A SENSE THAT THZ SOFT CREDIT RUN THE EAST HAS ‘
TNJOYED IN I'HE WEST HAS, AND INDEED SHOULDy CTOME TG D,
( AN ENMDe THIRE ISy TO0s 304E FDRBODING A30UT WHAT THE _ i (
FCONJMIC FRAGILITY OF EASTEAN SUROPE PCPTENDS. AND A
THERE JUST MAY BS A WILLINSNESS TO DEAL COLLEICTIVELY P
(  |AND SERIDUSLY WITH THIS ISSUEs AS BANKS AND WESTZRN o C
GOVERNMENTS DID IN THE ELEVENTH HOUR ON THE POLISH I
DEBTe WE WIULD MDY UNDERESTIMATE THEIR IHORTSIGHTEONESS b
C NOR THE INHZRENT PROBLEMSe. BUTy IF Wi CAN AGREE THAT ‘ - C
SOVITT HARD CURRINCY ZARMYINGS IS THE PRGCG3LIMy WE SUGGEST
. THE FOLLIOMWING AS THE ELEMENTS OF A STRATZIGY FOR DEALING
¢ WITH ITe
S5e OUR STRATEGY SHOULD 3E T3 ENGAGE THE ALLIES (AND
JAPAM) IN A SERIDUS ZFFORT TO IDINTIFY THE POLITICAL ,
( AND SECUITY IMPLICATIONS JF THE SOVIET IXTERNAL ; ¢
- FINANCIAL P)SITION IN THT 1930vS. WE SHOULD JOINTLY .
) ASSE3S THE T XTENT TO wHICH «E CAN AFFORDy IN SECURITY )
C AND POLITICAL TERMSs TO LET THI SOVIETS 4AVE ACCESS o (.
: TO HARD CURIENCY FROM YHATIVER SOURCES: CTARNINGS FROM ;
CXPO2TS OF A LL KINDSe INZLUDING ENERGY: EXPORT CREDITS |

( FROM THE WE3T3 BJARROWINGS ON #ZSTERN CAPITAL MARKETS. C.
; (WE SHOULD ALSO STUDY TRADZ PATTERNS wITHIA COMECON TO | !
_ DETEXMINT TAE EXTEINT TO JHICH THE SOVIETS CAV USE i o
( INTRA=CMEA TRADE 70 GAIN MORE HARD CURRENCYs OR | S
b

EQUIVALENT JEAL RESOURCE BIMEFITSy FROM THI WESTW) :
. DEBT RESCHEJULING FOR EASTIAN IUROPEAN CIUNTRIES Lo
. SHOULD ALSD BE INCLUJTD IN THE STUDY, WITH OUR GBJECTIVE b
TO 65T ALLIZD AGREEMENY THAT, IF EAST EUROPEAN DEBTS ?
- ARE IESCHEDJLED (AS WwE DID LAST YEAR FOR PULAND), WE b
¢ PRESS FOR COMMITMENTS ON BILATERAL TRADE WITH THE SOVIETS . L
TO AVOID IN)IRECT RESOURCE TRANSFERS TC THI USSRs AND AN s
_ UNDERSTANDIUG CONCERNING THEIR HARD CURRINCY DEBTS TG THE t
C SOVIEYSe |
6o CLEARLY, WE IN THE WEST wWILL NEVER HAVE COMPLETE ;
. CONTROL JVE? SOVIET FOREIGN EXCHANGE TARNINGSe THE » Lo
( SOVIFTS AN ALHAYS MAKSE UP TEMPORARY SHOARTFALLS THROUGH , _ S
. SALES OF SUCH COMMODITIES A5 G0LD OF DIAMONDSs AND THE : :
STUDY SHOUL) ADDRESS THE MIX AS WELL AS LEVELS OF SOVIET |

|

C INTERACTIONS ON THE HMARKIT3 OF THE WESTe C
7- POSSIBL:Z RESULTS OF THIS EFFORT COUL) BE T0:
| = == TIGHTZN AMDUNTS AND TERMS OF CPEDITS T2 THE o
( SOVIETSS 5 P
- == LIMIT SOVIET ACCESS 70O CAPITAL MARKETS BY INFLUENCING Lo
THE MARKET®3 ASSTSSMENT JF SOVIET ECOMOMIC AND FINANCIAL b
C PROSPECTSS FL
EXDIS
- == TIGHTZN CONTROLS ON JESTERH EXPORTS OF TECHNOLGGY o
C AND T QUIHMENTS L
~ == SCALE BACK ON SOVIZT OPPORTUNITIES Tg ZARN ;
, FOREIGN EXCHANGEa  THIS -0JLD INCLUDE LIMITING PURCHASES -
( OF GAS THROJGH SUBSTITUTION IN THE #EST OF ALTERNATIVE -«
ENERGY SUPP_ISS3 DENIAL J)F MFN TARIFF RATES3 USE CF !
< DISCRIMINATIRY QRS; APPLIZATION OF SPECIAL ANTI-DUMPING Lo
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BILA”ERAL AND/OP CIG3S TRADES, E£TC. .

( Be THE LON3=RANGE D3JECTIVE SHOULD BE T9 LET THE -
SOVIETS ARV SNOUGH ~ORETGN EXCHANGE SO THAT THEY :
CONTINUE TO IMPO®Y CONSUMA3LES FROM THE WEST AND 70 ~

€ SERVICE THEIR EXISTING WZSTERN DcgT.  BUT 4€ SHOULD (

ALSD TRY TO ASSURE THAT THI FINANCIAL -SHOE PINCHES,

AND THATs WAEN THE SOVIZTS DD BUY NON-STRATEGIC CAPITAL , _

(' EQUIPHMENT FROM WESTERN SUPSLIERS, IT COSTS THEM DEARLY. - (
e« IN EXCHANGE 02 4LLIZID AGREEMENT TO —MBAZK ON THIS
ROJECTy WE SHOULD BS PRIPARED TO MODIFY OUR = XPORT .

( ONTIOL SANZTINNS TO PERMIT JORK UNDER EXISTING PIPELINE -«
ONTRACTS T) 60 FCRWARD. wE 3HOULD ALSO 6:7 ALLIED :
GREZMENT T) PUT A HOLD IN FUTURE CONTRAZTS PENDING

( FULFILLMINT OF THE CONDITIONS STIPULATED BY THE NATO
INISTERS. TO SJMZ IXTENT» THIS IS MAKING A VIRTUE

. DF NZCESSITY BUT IT IS BICOMING CLEA®ER 7O US THAT wWORK .

( ON THE PIPE.INE WILL GO FOIWARD WITH OR WIZHOUT UoS. C

PRODUCTS AN) TECHNOLOGY. (4 ARZ REPORTING SOME DETAILS
DN THIS BY 3EPTEL.) IT IS CONCEIVABLE THAT THE ALLIES
( WOULD AGREE TO SUCH A STUDY IN THE ABSENZE OF ACTION ON
[HE PIPELINIy BUT THIIR 4ILLINGNESS 70 C)OPERATE IN ;
[MPLEMENTINS A TRULY EFFICTIVE STRATEGY WCULD BE MARGINAL o
( [F WS REMAIN IN CONFLICT. wE SHOULD NOT LOST AN L«
DPPORTUNITY TO GIT ALLIANCZ AGREEMENT ON A BIOADy LONG= ‘

o~

TERM STRATESY WHICH CAN TUN YHIS SITUATION Y0 OUR g .
¢ NOVANTAGE SIMPLY TO GAIN A RELATIVELY MODEST DELAY IM ; C
.. i

< THE PIPELIN: TIMTTABLEe LIUIS ' .
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